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EDITORIAL DEPARTMENT NOTE 


Cost systems and municipalities do not, at first glance, appear to have any 
logical association with each other. The municipality has no problem of 
manufacturing cost and selling expense. Furthermore, since it has no com- 
petition, there are not the urgent reasons for wanting accurate knowledge 
of costs that exist in the case of industrial establishments. 

It may appear somewhat fanciful to state that popular opinion is forcing 
the use of standard costs into municipal affairs, but indirectly that is ex- 
actly what is happening. The pressure for reduced taxes is bringing to the 
surface much latent ability and unsuspected knowledge on the part of gov- 
——— officials, along the lines of cost control and reduction of expen- 

tures 

The first article in this issue of our BULLETIN concerns the town of 
Brookline, Massachusetts, which is notable for several reasons. It is the 
largest town in the State, and probably has the greatest per capita wealth in 
the country. Although its population is far in excess of the statutory re- 
quirements for a city charter, it has deliberately retained its town form of 
government. The only change that has occurred since its incorporation in 
1705 was the adoption of a limited town meeting in 1915 in consequence of the 
ever increasing and unwieldly attendance at town meetings. In 1925 a start 
was made in the introduction of cost accounting control in the Public Works 
Department. In the succeeding years when governmental costs were in- 
creasing everywhere without limit, the Brookline Highway Department was 
systematically reducing its costs. In the one item of resurfacing streets it 
accomplished a reduction of 35% per square yard. Some uncommon wisdom 
must have prevailed when Brookline refused to grow up into a city. 

Arthur A. O’Shea, the author of this paper, attended Boston High School 
of Commerce, Harvard University and Suffolk Law School, and was ad- 
mitted to the Massachusetts Bar in 1930. He had six months’ experience with 
the Zain Advertising System, at Hartford, Connecticut, promoting a broad 
advertising campaign for 24 New England manufacturers. Then he had five 
years’ experience with Bird & Son, Inc., East Walpole, Massachusetts, as 
assistant to the sales manager and in direct charge of the inside sales or- 
ganization, national and trade paper advertising, sales costs, foreign export 
department, and departmental oak approval, as well as manufacturing de- 
partment schedules and planning. 

He has been associated with the Town of Brookline for the past eight 
years as cost accountant and systematizer, concentrating on reorganization 
and costing of activities in the highway, forestry and garbage departments. 

Mr. O’Shea prepared this paper for the Boston Chapter of which he is an 
active member. 

The second paper in this issue of our BuLLetin deals with the accounting 
control in effect in the Borough of Ridley Park, Pennsylvania. It is based 
on an extensive study in devising, installing and operating an accounting 
system of this type and is suitable for use in small towns and villages. 

William H. Fisher, the author of this paper, attended Central High School 
and the School of Pedagogy at Philadelphia, and the Wharton School of 
Commerce and Finance, University of Pennsylvania. He spent four years as 
Clearing House Representative and Bookkeeper with the Bank of North 
America. Later he was Chief of Invoice Division and Cost Accountant with 
the National Aniline and Chemical Company at Marcus Hook, Pa. For 
the last 13 years he has been employed by the John T. Lewis & Bros. Com- 
pany as Cost Accountant and Statistician. For the past 7 years he has been 
Borough Auditor of Ridley Park. Mr. Fisher has been a member of our 
Philadelphia Chapter since 1926. 
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MUNICIPAL COST ACCOUNTING 


By Arthur A. O’Shea, Cost Accountant, 
Town of Brookline, Massachusetts 


HERE is perhaps no subject which is more timely than that of 

municipal cost accounting, when the universal plea seems to be 
for relief from the rising and excessive cost of government. Our 
taxes, both federal and local, are all the more difficult to carry on 
especially when it is discovered that many of our expenditures are 
not only unnecessary but are clothed in extravagance, an extrava- 
gance which found its beginning in a somewhat distorted economic 
system as a result of over inflation and over production. The day 
of reckoning has arrived and at no time was there ever a greater 
opportunity for municipal cost accounting than at present, when 
it has the sympathy of a formidable public opinion in the attempt 
to obtain definite relief from burdensome taxes by the conduct 
of municipal activities upon a strictly business basis. 


Private Corporations vs. Municipalities 


Let us consider for a moment the management of a private in- 
dustrial corporation. Here we find that extremely keen competi- 
tion requires that costs be followed closely and frequently even 
a fraction of a cent in each progressive operation is of importance. 
A constant vigilance is maintained to determine all leaks and pos- 
sible savings. On the other hand, municipalities fail in the eco- 
nomical operation of their various departments, due to the lack of 
sufficient detailed information. They have relied in many cases 
solely upon either budgets or a monthly comparison of expendi- 
tures to assure themselves that there was a sufficient sum left to 
finish the fiscal year. If it was discovered that deficits were to be 
incurred, it was necessary only to ask for an additional appropria- 
tion from the legislative bodies, which would invariably be assumed 
willingly by the good provider—the taxpayer. 

Relief, therefore, must be forthcoming and the solution of the 
problem obviously must be laid at the door of the taxpayer and 
voter. Municipal corporations are comparable to many of our 
greatest private enterprises with respect to the capital investment 
and current expenses and in most instances, they far exceed them. 
The private corporation is extremely cautious as to the character 


1269 








N. A. C. A. Bulletin May 1, 1933 





and individual capabilities of the persons to whom its management 
is to be entrusted. Yet how deplorable it is to see the carelessness 
and indifference manifested by the average voter when it comes 
to the selection of the managers or directors of his municipality, 
and such indifference must inevitably be paid for in the form of 
increased taxes and assessments. With some care on his part he 
can benefit greatly for, as in the case of the stockholder in a private 
corporation, he will receive dividends which will be paid to him in 
the form of lower tax rates and a higher standard of municipal 
service. 

It is to be deplored that these distinct advantages are not readily 
seen or fully appreciated by the average voter, for he is often 
wont to be swayed by professional political parasites, personal 
prejudices and the like, rather than to appraise the candidate upon 
his individual qualifications to execute properly his trust as a 
municipal officer. 

Proper municipal management presupposes cost systems—cost 
systems reveal corruption and conversely, corruption stifles, when- 
ever possible, cost systems. The degree of effectiveness then, is 
dependent upon the degree of political persuasion or tolerance in 
a given community. The cost system should be as simple as pos- 
sible and should never be subject to any justifiable criticism by 
those who complain of the high cost of cost accounting. In the case 
of municipal cost accounting, the problem presented is not as great 
as that experienced with private corporations, for it is not neces- 
sary to follow each operation with the same degree of caution as 
is necessary for the determination of selling prices to meet fluc- 
tuating and competitive markets. On the other hand, the private 
corporation keeps its cost system on a progressive basis, following 
the raw material delivered right through until it leaves the plant 
as a finished product, whereas the municipality must concern it- 
self with many unrelated services or functions. Let us consider 
for instance the Public Service Department of a municipality. 
This department, with the possible exception of the School De- 
partment, expends the greatest portion of the tax income. The 
department usually has control over the following functions : 

Cleaning and repairing catch basins 
Cleaning and repairing mains 
Collection of paper and other refuse 


1270 






























May 1, 1933 N. A. C. A. Bulletin 





Collection of ashes 

Operation of incinerator 

Maintenance of dumps 

Installation and maintenance of signs, guide boards, traffic 
lights, fences, etc. 

Street lighting 

Ploughing and removal of snow 

Street cleaning 

Construction of roadways 

Resurfacing and maintenance of roadways 

Maintenance of garage 

Construction of sidewalks 

Maintenance of sidewalks, etc. 

There are a great many problems which must be taken into con- 
sideration when planning for municipal cost accounting. First of 
all, unlike a private corporation which has complete control over 
its personnel, the municipal corporation is invariably restricted to 
civil service employees who may be perfectly qualified to do the 
particular physical tasks assigned to them but, nevertheless, may 
not be capable of producing the desired data which must be ob- 
tained for accurate cost reports. Then again, there are many re- 
strictions placed upon municipal labor to the end that they are 
only permitted to do work specifically set forth in their civil service 
rating. For example, a carpenter, although he may have finished 
his particular tasks assigned to him, cannot be transferred to any 
other departmental activity. This statement is not made in der- 
rogation of civil service for it has many distinct advantages, and 
it Owes its origin to many abuses which had crept into municipal 
activities. Nevertheless, it is one of the problems which must be 
considered as distinct from problems encountered in private 
enterprises. 

Many municipalities endeavor to analyze their expenditures at 
the end of each year in the attempt to justify expenditures in vari- 
ous branches, but it is obvious that historical reports are of no 
value in determining current problems. Each day, or at the latest, 
each week, the cost of each function should be determined to in- 
sure most efficient service with its consequent savings, or to ascer- 
tain whether or not the desired standards are being maintained. 
Cost systems thereby result in the specialization of effort with a 
consequent increase in the return of each function. Municipal 
forces are inert to a much higher degree than is the case with 
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private contractors. One of the primary reasons for this lack of 
effort is the absence of direct or indirect supervisory forces. Many 
municipalities are wasting thousands of dollars annually due to 
the unbalanced ratio of mental to physical forces. To bring the 
supervisory staff to normal would involve substantial increases in 
salary appropriations with a consequent risk of political interfer- 
ence or inefficiency. 


Control Through Municipal Cost System 


A municipal cost system can relieve this situation by measuring 
the potential possibility and capacity of each force or service and 
determining the production to be derived therefrom. For ex- 
ample, in the service of cleaning catch basins, in the town of 
Brookline, Mass., the cost accountant had determined that one 
crew of two men, (chauffeur and cleaning machine operator) 
should be capable of cleaning approximately from eight to ten 
basins per day. The cubic yardage or tonnage is then determined 
at the central disposing plant, thus revealing the production, or 
lack of production, of that particular force. A record, as indicated 
in Figure 1, of each day’s work is kept by the foreman in charge of 
this service. It will be noted that the location of each basin must 
be given, together with the number of loads and the weight of the 
material removed. To this report is added the names of the force, 
also the labor and equipment rental cost, so that the cost per ton 
of material removed can be determined at the end of each working 
day. It might be mentioned at this point, that if accurate records 
are kept of the actual labor and material tosts of each function, 
substantial savings can be made, in view of the fact that these two 
items represent the major elements of expense in municipalities. 

There are certain items of overhead which are fairly constant 
and under more or less direct scrutiny and control, and if every 
effort is made to minimize lost labor and waste of material, the 
municipality will have the expenditure of the public money well 
within its control. Then, from a very cursory glance at the re- 
sults obtained from such records, the supervisory forces can de- 
termine where to direct or concentrate their efforts. Fewer bosses 
are required in certain classes of work, for the cost record is more 
persuasive than the eyes of the task master. One skilled depart- 
ment head can direct more men with much greater efficiency and 
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effectiveness than is possible where cost records do not exist. The 
compiling of figures leads to a study of differences in cost, which is 
the first step in the introduction of more modern methods, 


How Costs Were Reduced in One Municipal Service 


Let us here consider the Garbage Collection Service. A survey 
of the collection service was made for the purpose of cutting costs 
and increasing efficiency. This also included a study for the pur- 
pose of arriving at some system whereby it would be possible to 
expedite the work of the forces and compensate them for extra- 
ordinary efficiency, similar to the practice prevailing in private in- 
dustry in the use of bonus and piece work plans. The approximate 
tonnage that should be collected by each force was therefore de- 
termined and there was an understanding with the men that when 
this tonnage was collected, their day’s work was accomplished and 
the men were through. This fact in itself obviously had the ten- 
dency to keep the men moving and each collector was in reality a 
check on his co-worker. In such a crew, a slow man obviously 
would not be tolerated, since he would prevent the other men from 
finishing early. The men all averaged about 30 years of age and 
were selected with due respect to their physical capacity and 
agility. —The men are therefore, working at top speed in the morn- 
ing when their resistance is high and in the early part of the 
afternoon, when fatigue is inclined to manifest itself, they are 
finishing up. This has the added advantage of having the trucks 
on the street for the shortest time possible, for which the citizens 
are usually grateful. Through the use of pedometers it was found 
that in some instances the men walked as far as 22 miles per day 
in the collection of routes. A plan was adopted, therefore, where- 
by routes were slightly changed so that every other day the dis- 
tance to be covered would be somewhat less than on the previous 
day. In this way the strength of the collector was conserved, 

The garbage collection presents one phase of municipal cost ac- 
counting whereby the cost accountant must have due consideration 
for other matters. For example, after conference with the health 
officials, it was decided that three collections per week from resi- 
dences, and daily collections from commercial establishments, 
would be advisable. With such frequency of collections the gar- 
bage stored upon the premises would not reach the stage of de- 
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composition, as is the case in some other municipalities. The 
garbage collected therefore, is what is known as “Fresh Garbage” 
and does not present the objectionable odors experienced in muni- 
cipalities where collections are less frequent. Furthermore, the 
quantity of garbage stored on the premises was considerably re- 
duced and consequently was a determining factor in preserving the 
high standard of health in the municipality. 







































Payroll Records 


In every departmental function the foreman should be ac- 
quainted with the cost of his particular function. This will tend 
to keep him in competition with other foremen in similar branches 
of the service. In like manner the municipal department should 
strive in a competitive way to exceed the attainments of other com- 
munities having like departments, in the matter of costs and rec- 
ords as well as methods. Every foreman should be required to 
turn in a daily report similar to that indicated in Figure 2. On 
this report appear the names of the entire labor force and a record 
of whatever equipment may be used on the job, together with a 
notation of all material received. This report is so designed that 
the distribution of labor over the various divisions of work is 
properly indicated, so that when turned over and properly ap- 
proved by the division foreman, or whoever is in charge of the 
work, it may be passed directly to the payroll clerk, who transfers 
to the payroll the hours worked every day by each member of the 
force, and then records in the Day Book the accurate division of 
all labor. In this way it is possible for the payroll clerk to make 
up the time on a progressive type plan, as indicated in Figure 3, at 
the end of each week, without having to wait for the Time Book 
from the foreman. This is extremely advantageous, more espe- 
cially in municipalities where the same men are engaged in many 
departmental activities, with a consequent diversity in the alloca- 
tion of charges to various appropriations. 

As previously set forth in this paper, it is extremely important 
that the municipality maintain proper control over labor, material 
and equipment, for these three divisions represent the greatest part 
of its expenditures. Unlike a private corporation, the matter of 
apportioning the overhead or fixed charges is not so vital, due to 

the fact that there are no such important considerations as rent, 
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TOWN OF BROOKLINE —Highway Department 
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taxes, insurance, advertising and selling expense, amortization 
charges and the like. In the event however, that it becomes neces- 
sary to compare the cost of work done by a municipality with the 


Brookline Highway Department—Report of Overtime 
For Week ending Wednesday, 193 


; ' _— = , : 
| | ove! 
NAME Thor.) Prt. | Sat | Sem.| Mom.! Tere —_ ~_ -- NATURE OF WORK 
} ' = 


. ce DW 
os oe 
. re. Py 





| 
} 
| 
} 
+ 
} = 
' | 
= 
oe 
} | 
| 4 . = — - _ 
a 6 OS ME oe ES Ct [ 
I hereby certify that the above overtime constituted emergency work which could not have been completed 
in the eight hour period 
Ficure 4 


possible savings under a private contract system, it is necessary 
to take into consideration all these important factors. 

In Figure 4, a report for the care of overtime is presented. In 
submitting this report it is the duty of the division foreman to 
certify that the overtime covered emergency work that could not 
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have been completed in the regular eight-hour period. He should 
state in detail exactly what the overtime covered in detail. This 
record was designed to eliminate such chronic abuses as working 
the men overtime for the purpose of obtaining greater remunera- 
tion. 

One of the problems which is unique in municipalities is that of 
properly caring for superannuated employees. Many communities 
do not have compulsory retirement and the aged employees must 
be cared for by assignment to duties which will not tax their lim- 
ited physical capacities, and yet will not associate them with other 
forces-to the extent that they become a demoralizing factor. It 
has been the practice in most municipalities to place these older 
men in the street cleaning patrol, due to the fact that they werk 
independently for the most part, of other men. It will then be 
observed that the cost records kept of each section will vary 
considerably, depending upon the physical limitations and efforts 
of each sweeper. 


Customary Accounting Procedure Not Applicable to Municipalities 


There are also statutory or legal restrictions making impossible 
the adoption of many practices which are common to ordinary cost 
accounting. For example, in the purchase of new equipment, such 
capital outlay must be directly charged to some particular appro- 
priation although, in fact, the equipment may be used in many dif- 
ferent services. Unlike private accounting, it is impossible to set 
up a garage sinking fund for the purchase of equipment, but for- 
tunately, it is possible to charge against such garage account a 
daily rental for the use of equipment to the end that the cost of 
operating the garage may be wiped out by allocating its expense 
to the various divisions in proportion to the demands for equip- 
ment on the garage. Amortization or depreciation accounts are 
not practically used and it is necessary in comparing the cost of 
municipal activities with those of private contractors to consider 
the substantial depreciation and insurance costs which are not 
usually charged to municipalities. 


Cost Records 


A daily cost record, as indicated in Figure 5, should be kept for 
every piece of motor equipment. The truck number is given, to- 
gether with the time it leaves and returns to the garage. The name 
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Truck No. 


Left Garage 


Driver 
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REPAIR REPORT 
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of the driver is also indicated, as well as the number of tickets 
collected, in the event that the truck might have been engaged in 
the collection of rubbish or ashes or garbage from commercial 
establishments. The body of the ticket is divided into three sec- 
tions so that the driver may record thereon the actual work done 
in the morning, afternoon, or in the case of overtime, at night. 
The driver must note the actual work in which he was engaged, 
whether it be carrying material for resurfacing a particular street, 
or collecting garbage, in which case he is required to give the 
number of loads as well as the weight of each load. On the basis 
of such information obtained from the cards, correct record can 


Brookline Highway Dept.—Stock Requisition yo 4841 
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be made to the particular appropriation indebted. It will be noted 
that there is also space provided on this card for gasoline, oil and 
grease used, as well as the labor employed for washing and re- 
pairing. 

On the reverse side of the card may be found a detailed tabula- 
tion of the various mechanical features common to motors. In 
the event that the driver encounters any difficulty during the day, 
which does not necessitate his returning immediately to the garage, 
he must make a note of same on this report, and upon his return 
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to the garage at night, turn his truck over to the mechanic who 
will endeavor to put it in condition so it will be in readiness for 
work the next morning, without loss of time. On the bottom of 
the card is indicated the stock which may have been disbursed 
by the stock clerk for use in the repairs on the truck. (See 
Figure 6.) These items are then priced and posted each month 
to the Monthly Equipment Cost Record Card, as indicated in 
Figure 7. To this card is also posted the cost of gasoline and 
oil, which is kept daily on the record indicated in Figure 8. The 
labor entailed for washing and repairing as indicated on the 
Daily Cost Records Card is also posted to the Monthly Equip- 
ment Card, together with the cost of parts, tires, approximate 
rental, if any, and the proportionate fixed charges or unused 
labor, as well as the cost of all outside repairs. 

An individual garage record card, (Figure 9) is kept for each 
piece of equipment and all notations of repairs, materials used, 
and cost of outside repairs are noted so that constant vigilance 
may be kept of operating each particular unit. Such a record 
will reveal any excess cost of repairs to the end that the question 
of whether or not the particular unit has outlived its usefulness 
may be determined. 

The trucks are municipally owned and maintained. They are 
overhauled and painted each year, washed with warm water every 
night, and present a spick and span appearance while on duty. 
This high standard has a distinct aesthetic value to the citizens 
and their community, and the absence of heterogeneous equipment 
no doubt makes them less noticeable in moving about on the 
streets. This high standard has been made possible by a very 
close scrutiny in the manner of costs and the results obtained. 
Furthermore, records are kept of the accomplishments of each 
truck and as in other services, this has a psychological effect upon 
the men to the extent that they feel that their superiors are in- 
terested in their work and are keeping track of their individual 
efforts. 

A study was made of the ash collection service and it was found 
that due to the length of haul, the horse-drawn equipment had 
long since become impractical. Round trips to the dump involved 
excessive time with a serious consequential item of lost labor 
effort by reason of the fact that crews of laborers were required 
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Brookline Highway Dept. 


Garage Repair Record 


Description 





Deve WORK DONE Hours 
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to wait for the return of the equipment. The system was com- 
pletely motorized and the annual cost of this collection service, 
including the collection of paper and the operation of the incin- 
erator, was decreased from approximately $114,000 to $85,000 


BROOKLINE HIGHWAY DEPARTMENT 


Ash Collection Cost Record for... 193 
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Coat of Labor Use of Trucks. Total Cost. Total Tons. Cost per Ton, 





et el 
Ficure 10 
within two years. The inspector in charge of ash collection ser- 
vice keeps a record of the accomplishment of each truck, as indi- 
cated in Figure 10. From this report he may observe from time 
to time the number of loads collected by each truck and the 
number of hours which it worked. Under the column headed 
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“Dump” he also enters a key letter, which is translated at the 
bottom of the sheet, under “Dump Code.” At the end of the 
month the cost accountant is then able to post to this sheet the 
cost of labor, and the cost per ton. In the ash collection service 
average weights are usually employed, due to the fact that the 
dumps are located in various parts of the municipality and the 
scales are not always available. Whenever the trucks are in the 
proximity of the scale houses however, they are required to 
weigh, so that a constant check is kept on the average weight 
which is used in the tabulation. If there is a variance from the 
standard cost per ton arrived at for the collection of ashes, the 
Dump Code becomes a very pertinent consideration as to the 
length of haul, for the justification of such variance. A com- 
parative cost sheet is kept for the ash and paper service, whereby 
it is possible to follow closely the daily labor and equipment 
rental cost, (Figure 11) together with the number of trucks em- 
ployed each day of the current year and compare them with that 
of the previous year. With the employment of such a check, 
any variance is quickly discovered and its cause determined before 
any great waste is suffered. A study of the cause of such vari- 
ance might indicate the prevalence of severe snow storms, exces- 
sive heat, or the like. 

The item of street resurfacing was found to be excessive and 
the cost system revealed that the labor item was running too high. 
This was due to substantial delays in the delivery of such ma- 
terial as stone and asphalt. This feature was immediately cor- 
rected and deliveries were planned so as to arrive within a few 
minutes of the time when they were required by schedue. The 
cost records, not only of construction but of maintenance like- 
wise, reveal a wealth of data for the proper study of the life of 
pavements with respect to the relative demands of traffic upon 
them. It has been found that macadam roadways are expensive 
and do not wear sufficiently long when subjected to heavy traffic 
on main arteries. The trend therefore, has been to asphalt and 
whenever possible, a concrete base has been used. Although the 
first cost of asphalt on a concrete base is more per square yard, 
when the life of the pavement is taken into consideration, the 
annual maintenance cost is reduced. In the work of resurfacing 
highways, a comparison of the quantities of material used per 
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yard reveals at once the materials used in excess of the standards. 
A cost record is kept of each highway surfacing job and this 
record alone renders impossible the abuses existing in many muni- 
cipalities whereby the contractors delivering the material might 
give short measure or, in an attempt to increase his sales, would 
deliver an excessive quantity of material. 

In summarizing this study it might be stated that the function 
of cost work in municipal activities is to analyze the cost of doing 
a particular piece of work with a view to securing the minimum 
cost possible under existing conditions, as well as to provide data 
upon which to base estimates of projected work. These records 
should divulge such information as 

Excessive use of materials 

Excessive use of supplies 

Inefficiency of foremen or workmen 
Excessive lost time waiting for materials 
Obsolete methods 


Excessive overhead 
Excessive cost as compared with other municipalities. 


Much of our municipal waste has been due to the practice of 
increasing, even though by a small amount, the individual budget 
items each year. Every increase should be justified in fact and 
budgets should be based not only on past expenditures of public 
funds, but upon accurate estimates. Cost records afford a sound 
basis of comparison and are a safeguard to the treasury. They 
furnish adequate control over expenditures, an intelligent basis 
for determining required revenue, a safe-control over debt, and 
a definite warning for the conservation of resources. Where a 
cost system is found operating in a municipality, we invariably 
find that that particular municipality is operating on a strictly 
business basis. 
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ACCOUNTING FOR BOROUGHS AND VILLAGES 


By W. H. Fisher, Cost Accountant and Statistician, 
John T. Lewis & Bros. Company, Philadelphia, Pa., 
Auditor, Borough of Ridley Park, Pa. 


sien system of accounting described herein is at present in 

operation in one of the boroughs of Pennsylvania. However, 
several additions and refinements have been made, so that the 
plan will be practical for use in any of the smaller political units. 
While only the fundamentals are outlined, the system is suffi- 
ciently flexible to make it adaptable to small municipalities as well 
as boroughs and villages. 

The borough in question comprises about one square mile in 
area and has a population of 3,300. The burgess is the nominal 
political head; the governing body consists of a council of seven 
presided over by a president, all of whom are elected by the 
voters of the borough. The council has both administrative and 
executive authority to set the tax rate for the raising of revenue, 
to disburse the funds, for protection of persons and property, 
health, recreation, interest and principal on bonded and current 
indebtedness, etc., in so far as they do not exceed limits estab- 
lished in the borough code of the Commonwealth of Pennsylvania. 

The receiver of taxes is also an elective officer as are the jus- 
tices of the peace, high constable and borough auditors. The 
secretary of the borough, or clerk of the council, the treasurer 
and borough solicitor are appointed by the council. The chief 
of police and his aides, the highway inspector and other employees, 
standing and special committees and commissions are likewise 
appointed by the governing body in the furtherance of its duty 
and the promotion of the general welfare. 

One of the duties of the council is the levying of the tax rate 
applicable to the assessed valuation of the property of the bor- 
ough. This rate, which may not be in excess of a definite amount 
expressed in mills, is determined at the close of each year for 
the following fiscal year and is published in the form of an ordi- 
nance. The tax rate is ascertained by consideration of the operat- 
ing expenses for the year for all purposes, including interest on 
debt and payments to the sinking fund, and income from all 
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sources. A detailed list of anticipated revenues is shown in 
Form 1. Offsetting this total of revenue is the itemized list of 
appropriations. The two together constitute the budget and the 
manipulation of the various items in an effort to “balance the 
budget” is the bane of the councilmanic body. In Pennsylvania 
it is not mandatory that a detailed budget be prepared, but it is in- 
conceivable that a body of administrators would attempt to oper- 
ate without some definite plan of procedure. The budget is the 
foundation of sound business management and the forerunner of 
simple and understandable accounting systems. In more dignified 
English a budget is a formal, complete, final statement of the 
proposed financial plan for the fiscal period comprising the author- 
ized municipal expenditures for that period correlated with the 
estimated revenues and other means of meeting such expendi- 
tures. It is intended to be, and should be, used as an instrument 
of financial control. The various appropriations for expenditures 
are in the nature of allowances to be expended by the officers 
of the borough for the several purposes named in the budget. 


Form 2 shows the budget appropriations for the fiscal year, 
together with the warrants approved to the date of the report 
and the unexpended balance. 

It is beyond expectation that the expenditures each year will 
exactly offset the appropriations set forth in the budget, item for 
item, or that the total expense will coincide with the budget total. 
Therefore, at the end of the fiscal year an additional appropria- 
tion is usually made legalizing the overage and at the same time 
adjusting the various accounts in keeping with budget figures. 

If the actual expenses for the year were $66,000, as shown 
in Form 2, an ordinance would be approved by the council reading 
as follows: 

“to appropriate additional receipts to the budget of 1933, Con- 
tingent Account, in the amount of $1,400 for making transfers in 
the annual appropriation for the year ending December 31, 1933, 
as follows: : 

From Items Nos. 19 


Stationery & Printing............. $ 500.00 
Item No. 24 
DEE dav cdtcdedcspisasteawnas 2,700.00 
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AWAKE BOROUGH 





| REVENUES ANTICIPATED - YBAR 1933 





AMOUNT 





Net Return from Current Taxation* 


46 ,000 





Permits - Plumbing, Building, etc. 



































100 

Licenses 800 
Pines 500 
Delinguent Taxes 10,000 
Tax Sales - Receipts from County Treas, 5,000 
Accounts Receivable - Special Assess. 1,000 
Interest - Sinking Pund & Borough Bonds 1,000 
Miscellaneous 200 
Surplus Appropriated = 
64,600 





*Gross Tax less Discounts less Tax Collectors 
Commission plus Penalties less estimated Uncollected 
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MONTHLY REPORT 


OF 
PRIATIONS, W. S APPROVED AWD UNEXPENDED 
Date December 31, 1933 


Warran 
Approp. | App’vd App’vd | Trans- | Unez- 
aa 1933 |to ist | during | fers | penied 
Budget | of mon month Balance 





Salaries - Official 


Police Dept. 


Fire Dept. 


(*Red ) 


CERTIFIED CORRECT 


Secretary 








FORM 2 
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To Items Nos.— 


0” eee $ 200.00 
DORE wancecescenecacness 500.00 
4—Street & Sewer Repairs....... 1,000.00 
17—Solicitor’s Salary & ... 500.00 
18—Interest on Current Loans. . 1,000.00 

$3,200.00 


The secretary has many other duties besides keeping the minutes 
of the regular and special meetings of the council and handling the 
correspondence necessary thereto, but for the purposes of this 
discussion, only the duties of the officers that pertain to account- 
ing and accounting records will be mentioned in detail. The 
borough secretary is custodian of the voucher distribution register 
and issues all voucher checks and plumbing permits. 

All bills received by the borough for purchases, services rend- 
ered by outside vendors or contractors, payrolls for borough em- 
ployees, interest on loans, etc., must be approved by the finance 
committee before payment. Such bills as received are listed by 
the secretary, approved by the finance committee and submitted 
to vote at the regular meeting of the council. Thus they are 
recorded on the minutes of the meeting. When approved, the 
secretary issues a check to the creditor, embodying the following 
information : 


Date of check 

Date approved by the council 

Payee and amount 

Accounts to be charged 

Signatures of secretary of the borough and president of the council 
Countersigned by treasurer of the borough 


The check stub bears the essential information for future refer- 
ence if necessary and the checks for the month are then entered 
in the voucher distribution register—Form 3, and charged to the 
accounts or departments involved on the voucher distribution 
register. For instance, a total payroll for January, 1933, of 
$1,450 would be distributed as follows: 


Account DR pakinnctcdseonnes $ 150.00 
2—Pottes Dept. «.cccccccese 800.00 

- 4—Highway Dept. . dl 300.00 

= 21—Park Commission . henna 200.00 
PD sdacminscaias $1,450.00 


The non-budget items for work-in-progress and work assessed 
represent payments for borough improvements, mainly sewers, 
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sidewalks, roadways, and curbing, all or part of which are charge- 
able directly to the property benefited. A portion is often charged 
back to the borough when the work is completed. This phase of 
accounting for assessable work will be described in greater detail 
later. At present it may be stated that all payments are charged 
to “Work in Progress” up until the completion of the project 
and then the amount is either cleared from the “Work in Prog- 
ress” column by transferring it to the “Work Assessed” column 


























Voucher Material 
Number Rec'd By 
Date Quantity 
Approved Checked By 
Approved Account 
No. 
Comn. 
paige aha” Project 
or Pay ‘ 
Fin.Comm. we 
Approved 
Pres. Coun. 





FORM '5 





INVOICE APPROVAL STAMP 


in total or by prorating the amount between “Work Assessed” 
for the taxpayers’ share and “Account 4—Street and Sewer Con- 
struction” for the borough’s share, to be paid out of the taxation 
account as provided in the budget. For example, as completed a 
project in the amount of $12,000 may be divided— 





De. Werte Bememned ooo. ccnccecees $8,000 
Dr. Account 4—S. & S. Con...... 4,000 
Cr. Work-in-Progress.............. $12,000 


It may so happen that a payment is made during the year 
that was not provided for in the budget and could not have been 
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anticipated. It would not be justifiable therefore, to burden any 
particular budget account for such payment. For that reason 
a column is shown in the voucher distribution register marked 
“General Taxation” to which this voucher is debited. Such items 
are of rare occurrence but provision has been made for them so 
as not to distort the budget. For instance, the treasurer may re- 
ceive a check from the state treasurer for premiums on insurance 
placed in the borough with foreign insurance companies. This 
receipt is payable in full to the relief fund of the borough fire 
company, a volunteer organization, and as all checks drawn must 
be placed in the voucher register, this item is listed in the column 
“General Taxation” thereby avoiding the budget set-up. 
We shall leave the secretary for the time being and step over 
to the treasurer where we find the following books of account : 
1. Cash Book—Receipts 
—Payments 
2. Journal 


3. Special Assessments Receivable 
4. Bonds Payable Register 


The receipt register, Form 6, is the book of original entry for 
all cash receipts covering those items of budget appropriations 
and such items credited to taxation account as noted in the voucher 
distribution register under the caption “General Taxation.” In 
addition, columns are provided for receipts from temporary bank 
loans and for payments received from taxpayers for work as- 
sessed, which receipts are listed under their respective improve- 
ment fund number. 


For Example: Payment of $1,200 by tax collector is posted under 
“Tax Collector” 

Funds received from the bank for a loan granted the borough are 
posted under “Temporary Bank Loans”—$2,500. A corresponding 
a is made in the General Ledger—“Notes Payable Account” 


Interest received from the bank for sinking fund balances is posted 
under “Interest”—$400—Sinking Funds. 

Principal and interest received from taxpayers for work assessed— 
$1,800 is entered in Improvement Fund No. 6 for a street sewer 
project No. 14. This column would show payments for interest 
and principal separately and the detail of payments will be found 
in the accounts receivable for special assessments ledger under 
the name of each taxpayer benefited. 

Improvement Bonds, Fund No. 6, were sold at par so the cash pro- 
ceeds are placed in column—Improvement Fund No. 6—$15,000. 
A cash warrant drawn to the contractor will be shown on Form 
3 under “Special Fund Accounts,” and will appear on the credit 
side of the cash book—Fund No. 6—$15,000 (Form 7). 
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Special Assessments 


As soon as a project is completed, the total expenditure is trans- 
ferred from the “Work in Progress” account in the voucher dis- 
tribution register to the “Work Assessed” column. This transfer, 
therefore, shows the total completed work during the year in the 
latter column and leaves the unfinished projects in the “Work in 
Progress” column, 





Yonth of 


AMOUNT ORK ASSESSED 


Work 
General |Special Notes in Gen'l 
Taxa- Puncs# No. Pay- Pro- Pund Pun Description |Ledge 
tion able eress 





yess 


Any public improvements chargeable in whole or in part to the 
taxpayers directly benefited are authorized by a borough ordinance. 
When the work is completed another borough ordinance is passed 
by the council stating that the work is now completed and making 
definite assessments. The satisfactory completion of the project 
is certified by the borough engineer and payment to contractors 
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is thereupon authorized by the borough council. The borough 
engineer compiles the figures, giving the total cost of the job / 
and prorates the borough’s share, as well as the amount due by 


PROJBCT NO. 





Description of Work Remarks 








Ordinance No. j 
Contract Price 
Date Work Begun Completed Date Contract 





DEBITS 


Payee | 


- Bonds Series 


10,000- 


Note; Include cost of 
Advertising, Printing, 
Searches, Special Legal 
Fees, Engineers Fees, 
etc. 





PORM ¢ 


each taxpayer. Borough improvements may be financed as fol- 
lows : 


1. All payments made in cash, including the borough’s share, if any. 
2. A portion paid in cash, the balance paid to contractors in the form 
of Improvement Bonds covered by liens against the properties as- 


sessed. 
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3. No cash paid—all the work covered by Improvement Bonds, in- 
cluding the borough’s share—payable in installments over a definite 
period of years. 


It is to be noted that as soon as the property is liened it 
takes the Account Receivable for Special Assessments out of the 
class of General Taxation Accounts and places it in the Trust 
Fund Division, or Improvement Fund, and the borough becomes 
simply a Trustee for the satisfactory liquidation of the project. 

Graphically, the handling of a Special Assessment Project is 
shown below in Chart A: 


Pane WORK iy PROCESS 


PROJECT NO. 
Cost of Advertising for Bids 
Printing Ordinances 
Engineering Fees 
Title Investigations 
Payments to Contractors 














Upon approval of Borough Engineer and 
acceptance by Council - Total Prorated. 


j 
WORK ASSESSED 
Borough Share - Taxpayers 


























Taxpayers' share-Invoices 


Borough’ b I 
sent out and posted to the gh’s share charged 


in Voucher Register to 






































Special Assessment Ledger Item 4-Streets & Sewers 
j 
Properties liened Improvement Bonds 
by Solicitor and issued to cover the 
accounts charged amount of Taxpayers’ 
with cost of lien. share. Payable in a 
L stated number of 
Interest on deferred years. 
payments transferred DR. Work Assessed 
by check to General CR. Bonds Payable 
Taxation. Bond interest 
appropriated from 
Taxation Account. 




















Cart A 

Bonds issued for assessable work are registered in a bond reg- 
ister, a separate form being prepared for each project. This form, 
Form No. 10, is really a subsidiary record agreeing with the total 
of the bonds payable account in the general ledger. 

The total amount of assessments receivable due at any particu- 
lar time should coincide with the total of the individual taxpayers’ 
accounts in the special assessments receivable ledger. See Form 
No. 9. 
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So as to facilitate comparisons between the amounts in the vari- 
ous improvement funds and the total of the outstanding bonds, all 
assessment accounts are kept separate and distinct from general 
taxation funds. Even interest payments made by taxpayers are / 
transferred to the general taxation account and provision is made | 
in the budget appropriations for interest due on the outstanding 


Owner. 


Location Property Terns : 
































Engineers Report 
Approved Impr ovement 








PRINCIPAL INTEREST 


In- 
Date — Amount Date Amount Date 
No. 


ASSESSMENTS RECEIVABLE LEDGER 


FORM 9 


bonds. This serves to reduce the comparison between debits and 
credits to principal amounts only. However, in the case of any 
premiums on bonds sold, the amount of such premiums over the 
par value is retained in the account as a surplus. When the bonds 
are retired the fund is closed out into the regular taxation account. 


The general ledger accounts for work assessed may on a certain 
date disclose the following: 
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BOD RECISTER 





Borough of 





Purpose of Issue 

















a Amount Due Date 
Bond | smount Due Date Payment 
j No. Date | paid Reference molfere 








Hote: A separate 
register form is 

made out for each 
Bond Issues. 
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Debit 
Property owners for work 
SEE at cecsenceddes 
(Bonds) 
From work assessed..... 
(Cash Book) 


Debit 


Debit 
Received—Premium on 
SE - SEE otnekeneaes 


From accounts receivable 
From taxation account 
for bond interest...... 


Due from taxpayers ...... 
RS OE EE wa emkecescens 


General Ledger 


following accounts: 








This account is debited with the 
par value of bonds retired with 
funds received from taxpayers. book if bonds are sold and 


Assessments Recetvable—Project No. 


Credit 
Receipts from taxpayers 
15,000 POET cvstivasaceas $ 2,000 
(Cash Book) 
3,000 BUND scecasscaseces 100 
(Cash Book) 
ae eae 15,900 
$18,000 $18,000 
Bonds Payable 
Credit 


Improvement Bonds .... $15,000 
(This item is posted from cash 


cash paid to contractor, or 
from the journal if bonds are 
simply handed to the con- 
contractor. 


Improvement Fund—Project No. 


Credit 
Paid interest on bonds... $ 300 
500 
2,100 OE. éceeseeieckeds 2,600 
300 
$2,900 $2,900 
Summary 
$15,900 Payable for bonds......... $15,000 
2,600 Due taxation account...... 3,000 
PNOE b.ccdccunstanecaven 500 
$18,500 ‘ $18,500 


The general ledger is a bound book, or it may be loose-leaf if 
preferred, ruled in the ordinary commercial form, carrying the 


...General taxation account. . 
... Improvement funds—each fund listed sepa- 


rately and carried in a separate bank ac- 
count. 


... The balance of this account represents the 


amount of uncollectible taxes—amounts 
still due by the tax collector. The amount 
of uncollected taxes is obtained from the 
audited account of the tax collector. 


... This account represents the amounts due 


from the county treasurer for taxes trans- 
ferred to that officer for collection. 
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5. Real estate and buildings... 

Ci BI, oo nccasccscvens Police and fire department equipment, autos, 
trucks, etc. 

7. Assessments receivable .....Balance represents assessments still unpaid— 
principal. 

MS so cccscnesace Improvement bonds. 

9. Notes payable ....ccccccee Temporary loans. 

i SIL i veakateecanyeesien 

Be GE OE dc atcnessenaces A separate account for each fund. 

Be INS oh xckas04snkee Bonds of other sinking funds, improvement 


bonds or other authorized securities. 
13. BONDS PAYABLE 


The sinking fund accounts may be kept in the general ledger, 
but if so, a separate section is preferred as these accounts cover 
funded debts. In Pennsylvania the borough council may borrow 
up to 2% of the assessed valuation of borough taxable property. 
These loans may be either floating loans or funded by a bond issue. 
Such loans do not require the approval of the taxpayers and are 
known as councilmanic loans. In addition to these loans, electoral 
loans approved by a vote of the people at a special or general elec- 
tion may be negotiated provided they do not exceed 7% of the as- 
sessed valuation of taxable property. Such loans are usually 
funded by the creation of a sinking fund, to which appropriations 
are made annually in the general taxation budget, so as to retire 
the indebtedness at the expiration of the bonds, usually 30 years. 
Councilmanic loans are, as a general rule, retired through sinking 
fund appropriations also. 

The sinking fund accounts are segregated so that the cash in the 
bank plus investments should total the amounts due to be in the 
sinking funds at the time. Some bond issues are purchased by 
other sinking funds, so that the cash so expended by the fund is 
set up as a sinking fund investment. For example, let us suppose 
that a loan of $10,000 is approved, known as Loan No. 9g, and 
$10,000 from Loan Account No. 4 is used for the purpose, the 
accounting entries will be: 


Debit 
ee RTE $10,000 
Bonds of Loan No. 9 
Credit 
Loan Account No. 4...... $10,000 


(For bonds of Account No. 9) 
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Debit 
Loan Account No. 9..... $10,000 
For bonds issued 
Credit 
Bonds payable ........... $10,000 
(Loan Account No. 9) 

Any interest received on sinking fund deposits is transferred at 
the interest period from the fund accounts to general taxation ac- 
counts, so that the funds at any time represent a certain number 
of years’ payments to the funds, exactly. This interest is trans- 
ferred by drawing checks on the funds to the credit of the taxation 
account. 


A statement of the sinking funds should show: 


FUNDED DEBT STATEMENT 


Assets 
Ck i OR NS es cre tvebudcwenaweaes $ 40,000 
OO SEE CIE 20,000 
Liabilities 
Bonds payable (30-year bonds) .............66. $120,000 
The Journal wy 


The journal is a book ruled in the customary form and providing 
space for debiting and crediting accounts not posted to the cash 
accounts. In other words, all items in the general ledger are de- 
rived from cash book entries as from the journal. As an example 
of journal transactions, the following is typical : 


Dr. 
Improvement Fund No. 6. $10,000 


Ce. 
Bonds payable .......... $10,000 


To place on the books bonds in the above amount, which have 
been turned over to the assessment fund, either for sale or to be 
tendered the contractor for work completed. If the latter pro- 
cedure is followed, the journal will contain the entry below: 

Dr. 


Assessments receivable.... $10,000 


Cr. 
Improvement Fund ...... $10,000 


Should the bonds be offered for sale by the borough, then the 
proceeds will be entered on the debit side of the cash book. Sup- 
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posing $10,500 was realized from the sale, then the cash book 
entry, Form 6, will read: 


Cr. 
Improvement Fund No. 6. $10,000 
Miscellaneous 
Premium on bonds....... 500 


A check would then be drawn to the order of the A.B.C. Con- 
tracting Company and entered on the disbursement side of the cash 
book as follows 


Dr. 
Assessments receivable ... $10,000 
TEs catustatineebicens $10,000 
and a check is also drawn to the Improvement Fund No. 6 for 
premium received in the sale of the bonds. This entry in the dis- 
bursement register will show: 
Dr. 
Improvement Fund No. 6... $500 
Tl cca: scinketiioncenincaeas $500 

All entries in the disbursement register maintained by the bor- 
ough secretary are likewise posted to the cash book—<redit side— 
maintained by the treasurer. The former however, classifies the 
various taxation payments by budget classifications, the latter by 
voucher numbers and totals only. 

It will be noted that all accounts described are on the basis of 
receipts and disbursements only and take no account of accruals, 
such as accounts payable, interest accrued, etc. 

Further, the budget is not an integral part of the accounting sys- 
tem. It is simply made up on the basis of figures obtained by refer- 
ence to past records, influenced by the judgment of the council. To 
be sure, the items of expenditure are placed against the proper 
budget appropriation as reflected in the secretary’s monthly report 
(Form 2) but the budget is not set up as a ledger account. To do 
so would necessitate somewhat more involved accounting, but the 
results obtained would certainly be commensurate with the addi- 
tional effort. 

The amount due by the tax collector under the suggested system 
is obtained from an audit of the tax collector’s accounts as a result 
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of the annual audit prescribed by law. The same is true of the 
amounts due by the county treasurer for taxes transferred to that 
official for collection. It would be more satisfactory to charge the 
collector with the entire amount of the tax duplicate at the begin- 
ning of the year, crediting him with payments, exonerations, trans- 
fers, etc., during the year. These suggested refinements are briefly 
covered by the following entries. The figures used for the budget 
set-up are the same as noted on “Anticipated Revenues,” Form 1, 
and “Monthly Report,” Form 2. 


(1) 
Dr. Cr. 


Journal —Taxes Receivable—1933 .........usccceees $50,000 
(Amount of tax duplicate) 
(Reserve account for exonerations, re- 
bates, uncollected items, etc.).......... $ 4,000 
Miscellaneous Receipts .........-eeeeeeees 18,600 
(Permits, fines, tax sales, interest, delin- 
quent taxes, licenses, special assessments, 
due taxation account, etc.) 
DE FOIE. oc csvsvcsricdrccucs 64,600 
(2) 
Journal —Reserve for Exonerations, etc............. 1,000 
EE TI 6p tincndaccncdassdnesene 1,000 
When tax collector presents his claim 
for exonerations and it has been ac- 
cepted and approved. 
(3) 
Journal —Reserve for Exonerations, etc............ 1,500 
TE TROND 5 cian cncncccknddansee 1,500 
For discounts granted to taxpayers. 


Journal —Taxes Receivable ............0ceeecccees 1,000 
Miscellaneous Receipts ............++. 1,000 
For penalties on taxes collected. 
(5) 
Ce SEINE nc cs ckenanidtesaemneeedssacasanaescs 30,000 
Tete TAD «os 6 cécbncecaescccencs 30,000 
Payments by tax collector. 
(6) 
Journal —Reserve for Exonerations, etc............. 1,000 
Tames Receivable ..ccccccccccccscecns 1,000 
To credit tax collector for commission al- 
lowed him for collections. Tax collector 
deducts commissions and remits net amount 
to treasurer. 


Journal —Taxes Delinquent .............+eeeeeeeees 17,500 
Wass TED kn cc cccccvisccesecdc 17,500 
To transfer taxes still unpaid at end of cur- 
rent year. 


1310 














May 1, 1933 





N. A. C. A. Bulletin 





Journal 


STEN) TI nits condediccek ats ntweletetabn 

SE OD, cw acwekanees cance 

To transfer to the county treasurer delin- 

quent taxes which, if not paid in due course, 
will be sold for taxes. 


RO I te 


Journal 


Journal 


Journal 


Cash 








Miscellaneous Income .............++- 
Credit proper account as cash is received 
from time to time by the treasurer. 


(9) 


Charge proper budget item as bills are paid 
against the budget appropriation. 


(10) 


—Income Miscellaneous .............eeeeeees 

EE DEE isccccneceeksanduns 

Per action of council Dec. 31, 1933, making 

additional appropriation to contingent ac- 
count. 


aE DOOR osc 6ccceccencsésenvesce 

EE DOD 5.4.5 i00cencesiess 

To adjust various appropriation accounts in 

accordance with ordinance of council Dec. 
31, 1933. 


Stationery and Printing.......... $ 500 

ee ere 2,700 
2 eae Tr $ 200 
le 500 


Street and Sewer Repairs 1,000 
Solicitor’s Salary & Exp. 500 
Interest on Loans........ 1, 


—Miscellaneous Income ...........sseceeees 

DE n.a0cccandcscaecdsnnnmecnpenss 

To transfer to surplus account $1,000 being 

amount of receipts in excess of anticipated 
revenues per budget. 


MEE icc ccieuenddhsesediantheanseneae 
ere re 
When payments are made by the county 
treasurer for back taxes transferred to him 
for collection. 
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5,000 

5,000 
Dr. Cr. 

20,000 
20,000 

66,000 
66,000 

1,400 
1,400 

3,200 
3,200 

1,000 
1,000 

3,000 
3,000 


For the sake of illustration, suppose that the borough had cash 
in the bank amounting to $30,000 at the beginning of the year and 
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an equivalent amount of surplus. Then the foregoing entries 
would produce a statement at the end of the fiscal period as follows : 


Assets 
DEN 22 «inti in Guied Audaduagiredecsaaeae $17,000 
Py TOE <.sccscdecendesences 12,500 
EL, Din cc cen ghuceineden’ 2,000 $31,500 
Liabilities 
DE asnsccarieccmntcectetsness as $31,000 
Reserve for exoneration ............. 500 $31,500 





Balance Sheets 


The receipts and disbursements plan as suggested provides for 
the preparation of three distinct balance sheets or financial state- 


ments. 


1. General taxation account covering only those assets and liabilities 
pertaining to the taxation account and therefore, mainly those 


items reflected in the Budget. 


2. Special assessment accounts or trust funds showing the status of 


assets and liabilities for work assessed. 


3. Funded debt or sinking fund accounts indicating the composition of 
the assets on hand to pay term bonds at maturity and the amount 


of the outstanding obligations. 


As an example of each of the above financial statements, the 


following is shown: 
(1) 
BALANCE SHEET 
GENERAL TAXATION ACCOUNT 


December 31, 1933. 





Assets 
as Oe ee RD SEO, cccnsacncesckeesnouneeen $ 5,800 
Taxes Receivable—Outstanding Taxes: 
SEE cbs dckudinasteeccerunencceuaen $ 500 
SE Gc Gicadakeebedsnacabadeanewen 14,000 14,500 
Tax Sales—Seated Lands entered at Media............ 8,500 
Accounts Receivable—due Taxation Account for work 
EES EE Ee ee er 11,000 
Reenk Hotete amd BSS 2... ccccccccccccsscccnseees 50,000 
TD SS io vcniéennetasiscnieanees 
Liabilities 
i TNR. cccinctcenencnnneteschascotedanneeeees $60,000 


BEE wap ducdncwesndsdcntecResccnmnnnanerecnashredi 29,800 


8 


/800 
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(2) 


BALANCE SHEET 
SPECIAL ASSESSMENT ACCOUNTS 
December 31, 1933. 
Assets 


Cash in First National Bank. Improvement Fund No. 6 $ 1,400 
Cash in First National Bank. Improvement Fund No. 7 2,400 













Special Assessments Receivable ...............ceeeeee: 28,000 $31,800 
Liabilities 
NE IN 2 ad's he ue ea gain ems veld kate diie $20,000 
Accounts Payable—due Taxation Account............. 11,000 
IN Scie Cckaa' os onl 6a eb Ghat otieania kh caaeadon 800 $31,800 
(3) 
BALANCE SHEET 
SINKING FUNDS 
December 31, 1933. 
Assets 
Cash in Traders National Bank: 
ET ae cine ce bnasiceeektaatwnsaaeNreend $ 1,200 
i al a ee 25,000 
8 i rer eee eee ore 18,000 
Investments—Bonds of other Sinking Funds purchased 10,000 
RR ee eRe $54,200 
Liabilities 
Bonds Payable: 
a $20,000 
RES ERASE AES ae eye rb E SU Saed 35,000 
OR EP a ry ee ee eres 25,000 
IN Sos 55-5 tin: ong p's btn ee ee $80,000 
AWAKE BOROUGH 
CONSOLIDATED BALANCE SHEET 
December 31, 1933. 
Assets 
Cash—General Taxation Account ...........:......-. $ 5,800 
Special Assessment Accounts ...............+6+. 3,800 
SE I book a cp aied ces ni radncsaeecaceas 44,200 $53,800 
RN ie cs cana vinkahue See biisuck ea onan aen 10,000 
TI, ig Sn aa nae oe A caeievde en cabanas 14,500 
ene SR a ene 8,500 
Accounts Receivable—Special Assessments ........... 28, 
eB rrr errr 50,000 
$164,800 
Liabilities 
Bonds Payable—Sinking Funds ................-.00- $80,000 
eee ree pee ree 20,000 $100,000 
Notes Payable—Taxation Account ..................- 60,000 
EE tak. ads bv Lani ook Sar dere EARN Ra 4,800 























$164,800 
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OUR OPEN FORUM 


Eprror’s Note:— 


Beginning with the May 15 issue, we propose to conduct 
with the co-operation of our members an Open Forum 
for the discussion of articles published in our Bulletins. 
The purpose of this Forum will be to provide a medium 
for discussion of our published articles similar to che dis- 
cussions which take place at our chapter meetings. 


The success of this plan will depend in large measure 
upon the interest developed among our members. The 
more points of view which are expressed, the more valu- 
able the discussion will be. In order to give everyone an 
opportunity, contributions will be limited to about 400 
words. To keep the discussion timely, we would like to 
have comments as soon as possible after the publication 
is issued. 

Otherwise it is your Open Forum, at your disposal, for 
the purpose of commenting on any of our publications. 
Your comments may be critical or commendatory. They 
may add to the information given in the original article 
or they may take issue with statements contained therein. 
But particularly, we would like to have statements as to 
how the ideas in the original article may be applied in 
your own business. 
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NEW YORK PROCLAIMS: 


“WE ARE READY” 


The greatest Convention in the history of our Association 
will be held at the World’s Finest Hotel in the World’s 
Greatest Metropolis. 

The Convention program of technical sessions will em- 
body discussion of the vital and outstanding accounting 
questions of the hour with foremost authorities occupying 
the platform. See preceding Bulletins for details. 

The business sessions, interspersed with scheduled visits 
to industrial plants and points of interest, golf, dancing, 
boat ride, special entertainment for ladies—all sorts of 
activities to foster friendships and to make the 1933 Con- 
vention an instructive, enjoyable and unforgettable one. 

This year especially low railroad fares are available and 
hotel rates are surprisingly moderate. There is a thrill in 
living at the sumptuous Waldorf ! 

Come and join the Nation’s accounting talent and lead- 
ing men at 

THE WALDORF-ASTORIA HOTEL, 
NEW YORK 


June 12 to 15 


And then the Bermuda Cruise which 
follows, for those who can fit it in their 
plans. S. S. Queen of Bermuda, June 
15 to 19. Full details of Convention 
and Cruise may be obtained from chapter 
officers. 











